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Summary of Audit Findings
Comprehensive Annual Financial Report
Bedford County, Tennessee
For the Year Ended June 30, 2016

Scope

We have audited the basic financial statements of Bedford County as of and for the year
ended June 30, 2016.

Results
Our report on Bedford County’s financial statements is unmodified.

Our audit resulted in no findings.
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BEDFORD COUNTY, TENNESSEE

Letter of Transmittal

October 4, 2016

To the Honorable Eugene Ray, County Mayor,
Board of County Commissioners, and Citizens of
Bedford County, Tennessee

The Comprehensive Annual Financial Report of Bedford County, Tennessee, for the year
ended June 30, 2016, is hereby submitted as required by state statutes. These statutes
require that all local governments publish a complete set of financial statements presented
in conformity with generally accepted accounting principles (GAAP) and audited in
accordance with generally accepted auditing standards by the State of Tennessee’s
Comptroller of the Treasury, Division of Local Government Audit, or by independent public
accountants within six months of the close of each fiscal year. Pursuant to that
requirement, we hereby issue the comprehensive annual financial report of Bedford
County, Tennessee. This report was prepared by the county’s Finance Department in
conjunction with the above state agency.

Management assumes full responsibility for the completeness and reliability of all the
information contained in this report based upon a comprehensive internal control
framework that it has established for this purpose. Because the cost of internal control
should not exceed anticipated benefits, the objective is to provide reasonable, rather than
absolute, assurance that the financial statements are free of any material misstatements.

The State of Tennessee’s Comptroller of the Treasury, Division of Local Government Audit
has issued an unmodified (“clean”) opinion on the financial statements of Bedford County,
Tennessee, for the fiscal year ended June 30, 2016. The independent auditor’s report is
presented at the front of the financial section of this report.

Management’s Discussion and Analysis (MD&A) immediately follows the report of the
independent auditor’s report and provides a narrative introduction, overview, and analysis
of the basic financial statements. MD&A complements this letter of transmittal and should
be read in conjunction with it.



Profile of the Government

Bedford County was established on December 4, 1807, by Public Act of the State of
Tennessee. The county is named after Thomas Bedford, Jr., an American Revolutionary
War hero. One odd fact about Bedford County is that, if the state senate journal is
accurate, in the rush of business to pass the bill to create the county, the state senate failed
to read and adopt the bill on three readings on three separate days, which was required by
state constitutional provisions to create a Tennessee county. Bedford County is in the
southern middle part of the state and borders Rutherford, Lincoln, Coffee, Moore, and
Marshall counties. The county has a land mass of approximately 303,148 acres (474 square
miles) and serves an estimated population of 47,183.

Bedford County operates as a political subdivision of the state as provided by the Tennessee
Constitution. Bedford County, as a political subdivision of the state, is subject to control by
the Tennessee General Assembly, and the county has no authority except that expressly
given by state statutes. Bedford County is empowered to levy a property tax on both real
and personal properties located within its boundaries.

Bedford County operates under a County Mayor — County Commission form of government
as provided by state statutes. The Bedford County Commission consists of an 18-member
board elected in nine districts within the county. Policymaking and legislative authority is
vested in the Bedford County Commission. The County Commission is responsible for
various tasks, including but not limited to, adopting the annual budget, setting the
property tax levy, appointing various boards and committees, and passing local ordinances.
The county mayor is popularly elected for a four-year term and is the county’s manager and
chief financial officer. He is responsible for carrying out policies and ordinances of the
County Commission, overseeing the day-to-day operations of the government, and
appointing or recommending for appointment various department heads. In addition, he
serves as chairperson of the County Commission and as a member of most committees.

Bedford County provides a full range of essential services, including police and fire
protection; solid waste disposal; emergency medical services; emergency management
planning; and construction and maintenance of highways, streets, and other infrastructure.
Bedford County also is financially responsible for a legally separate school district, which is
reported separately within its financial statements. Additional information on this legally
separate entity along with the county’s other discretely presented component unit can be
found in Note I.A. in the notes to the financial statements.

Bedford County is required to adopt an annual budget in compliance with state statutes.
The annual budget serves as the foundation for Bedford County’s financial planning and
control. As required, each department submits an itemized statement of appropriations
needed for the upcoming year to the director of finance. Each fiscal year, the director of
finance submits a consolidated budget to the Financial Management Committee. According
to Section 5-21-110, Tennessee Code Annotated, “in preparing the budget, the budget
committee may revise, as it deems necessary, the estimates or requests made by the various
department officials, offices, institutions, and agencies of the county, but any county official
or employee shall be entitled to a hearing before the budget committee with reference to

10



any contemplated changes in the county official’'s or employee’s budget requests or
estimates.” The proposed budget of the Financial Management Committee is published in a
paper of general circulation at least ten days before the Financial Management Committee
conducts a public hearing on the budget. The county commission may alter or revise the
budget before adoption except for debt service. The county commission adopts a budget
before the end of July. The county director of finance, upon the request of a department
head, except for salary and benefit related line-items, may transfer appropriations between
line-items within a department. Transfers of appropriations between line-items, including
salary and related line-items, within a department may be made by the Financial
Management Committee. Transfers between departments require the approval of the
Bedford County Commission.

Local Economy

Bedford County is predominately a manufacturing and agricultural county. Bedford
County also ranks high in the number of manufacturing jobs per capita and is one of the
largest manufacturing counties in the state. Major industries located within Bedford
County’s boundaries include a hospital, nursing homes, deep chill processing and
perishable food distributor, manufacturers of writing instruments, school supplies, printing
and engraving supplies, automobile cooling/heating exhausts, retail stores, and several
financial institutions. The school system and Bedford County also have a significant
economic presence, employing more than 1,343 teachers, professionals and support staff.

As of June 2016, Bedford County had an estimated labor force of 19,350 with 18,286
employed resulting in a 5.5 percent unemployment rate. Bedford County’s unemployment
rate is slightly above the state average of five percent.

Median household incomes within Bedford County are lower than the state as a whole.
According to the latest estimate from the US Census Bureau, the state’s median household
income was $44,621 and the county’s was $40,989 in 2014. Bedford County had a
population of 47,183. This is an increase of 4.7 percent since the 2010 census. The median
price of a single home in Bedford County was $126,984.

Due to its strong financial position, Bedford County has maintained a credit rating of Aa3
from Moody’s Investor Service since 2011, which is the highest bond rating in the history of
the county and shows the county has a very strong capacity to meet its financial
commitments.

There are many significant factors that will undoubtedly contribute to the continued

growth of our economy. One factor is that Bedford County is within a day’s drive of
75 percent of the nation’s markets and only minutes from three major interstates.
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A study in October 2015 by Middle Tennessee State University concluded that Goodwill
Industries of Middle Tennessee has an economic impact of nearly $17.7 million in Bedford
County. Also during October, land for a new industrial park was purchased and developed
using funds from the city and county along with a grant from the Tennessee Valley
Authority. The park was approved by the state as a “Tennessee Select” site, which certifies
to prospective buyers that the site has the proper utilities and infrastructure. The county
applied for a Community Development Block Grant (CDBG) application on behalf of Bedford
County Utility District. The $395,000 grant would be used to extend water lines.

Long-term Financial Planning and Major Initiatives

Unassigned fund balance in the general fund at year end was 10.8 percent of total general
fund current-year expenditures and exceeds the amount set by policy (three percent of
current-year expenditures). The excess is available to cover revenue shortfalls,
unanticipated expenditures, and to ensure stable tax rates.

To better serve the needs of the commission and the public, the commission adopted a fund
balance policy in the General Debt Service Fund. The policy requires a minimum of
three percent of expenditures. The General Debt Service Fund policy requires revenues
meet the actual debt requirements. Additionally, the policy of the county requires that at
the beginning of each fiscal year, the county will maintain an adequate amount in cash or
investments in the Debt Service Fund that will meet cash flow needs. Also, the Bedford
County Commission and the Bedford County Financial Management Committee has
adopted a county Debt Policy.

Future initiatives include the construction of a Jail, Justice Center and Sheriff’'s Office and
a new High School at Cascade. Construction is expected to begin in the 2016-17 fiscal year.

Bedford County adopted the County Financial Management System of 1981 in
November 2006. This local option law created a county financial management office. In
April 2007, the county hired a certified public accountant as its first director of finance.
Through great efforts by the director of finance and his staff, the county prepared financial
statements in accordance with Generally Accepted Accounting Principles (GAAP) and
received its first unqualified financial statement audit in at least 20 years.

Awards and Acknowledgments

The Government Finance Officers Association (GFOA) awarded a Certificate of
Achievement for Excellence in Financial Reporting to Bedford County for its comprehensive
annual financial report (CAFR) for the fiscal year ended June 30, 2015. This was the sixth
consecutive year that Bedford County has achieved this prestigious award. In order to be
awarded a Certificate of Achievement, the county had to publish an easily readable and
efficiently organized CAFR that satisfied both generally accepted accounting principles and
applicable legal requirements.

A Certificate of Achievement for Excellence in Financial Reporting is valid for a period of
one year only. However, we believe that our current CAFR continues to conform to the
Certificate of Achievement for Excellence in Financial Reporting Program’s requirements,
and we are submitting it to the GFOA to determine its eligibility for another certificate.
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The preparation of this report could not have been possible without the skill, effort and
dedication of the entire Department of Finance. They are: Lori Schuler, Pat Thomas,
Denice Reese, Heidi Farris, Mary Anna Mitchell, Sherrie Armstrong, Colette Bales, and
Melissa Brannon. I would also like to thank the staff of the county’s Information
Technology Department for keeping our accounting system operational. Credit is due to the
county mayor and the commission for their unfailing support for maintaining the highest
standards of professionalism in the management of Bedford County.

Sincerely,

fobirt Gpnei®

Robert Daniel, CPA, CGFM
Director of Finance
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STATE OF TENNESSEE

COMPTROLLER OF THE TREASURY
DEPARTMENT OF AUDIT

DIVISION OF LOCAL GOVERNMENT AUDIT
SUITE 1500
JAMES K. POLK STATE OFFICE BUILDING
NASHVILLE, TENNESSEE 37243-1402
PHONE (615) 401-7841

Independent Auditor's Report

Bedford County Mayor and
Board of County Commissioners
Bedford County, Tennessee

To the County Mayor and County Commissioners:
Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the
aggregate discretely presented component units, each major fund, and the aggregate
remaining fund information of Bedford County, Tennessee, as of and for the year ended
June 30, 2016, and the related notes to the financial statements, which collectively
comprise the county’s basic financial statements as listed in the table of contents.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with accounting principles generally accepted in the United
States of America; this includes the design, implementation, and maintenance of internal
control relevant to the preparation and fair presentation of financial statements that are
free from material misstatement, whether due to fraud or error.

Auditor's Responsibility

Our responsibility is to express opinions on these financial statements based on our audit.
We did not audit the financial statements of the discretely presented Emergency
Communications District of Bedford County, which represent two percent, two percent, and
two percent, respectively, of the assets, net position, and revenues of the aggregate
discretely presented component units. Those statements were audited by other auditors
whose report has been furnished to us, and our opinion, insofar as it relates to the amounts
included for the Emergency Communications District of Bedford County, is based solely on
the report of the other auditors. We conducted our audit in accordance with auditing
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standards generally accepted in the United States of America and the standards applicable
to financial audits contained in Government Auditing Standards, issued by the Comptroller
General of the United States. Those standards require that we plan and perform the audit
to obtain reasonable assurance about whether the financial statements are free from
material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor's
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity's preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
entity's internal control. Accordingly, we express no such opinion. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide
a basis for our audit opinions.

Opinions

In our opinion, the financial statements referred to above present fairly, in all material
respects, the respective financial position of the governmental activities, the aggregate
discretely presented component units, each major fund, and the aggregate remaining fund
information of Bedford County, Tennessee, as of June 30, 2016, and the respective changes
in financial position and the respective budgetary comparisons for the General and
Highway/Public Works funds for the year then ended in accordance with accounting
principles generally accepted in the United States of America.

Change in Accounting Principle

As described in Note V.B., Bedford County has adopted the provisions of Governmental
Accounting Standards Board (GASB) Statement No. 72, Fair Value Measurement and
Application;, GASB Statement No. 76, The Hierarchy of Generally Accepted Accounting
Principles for State and Local Governments; GASB Statement No. 73, Accounting and
Financial Reporting for Pensions and Related Assets that are not within the Scope of GASB
Statement No. 68, and Amendments to Certain Provisions of GASB Statements No. 67 and
No. 68; and GASB Statement No. 79, Certain External Investment Pools and Pool
Participants. Our opinion is not modified with respect to these matters.

Other Matters
Required Supplementary Information
Accounting principles generally accepted in the United States of America require that the

management’s discussion and analysis on pages 23-34 and the schedule of changes in the
county’s net pension liability and related ratios, schedules of county and school
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contributions, schedule of school’s proportionate share of the net pension liability, and
schedule of funding progress - other postemployment benefits plan on pages 110-117 be
presented to supplement the basic financial statements. Such information, although not a
part of the basic financial statements, is required by the Governmental Accounting
Standards Board, who considers it to be an essential part of financial reporting for placing
the basic financial statements in an appropriate operational, economic, or historical
context. We have applied certain limited procedures to the required supplementary
information in accordance with auditing standards generally accepted in the United States
of America, which consisted of inquiries of management about the methods of preparing the
information and comparing the information for consistency with management’s responses
to our inquiries, the basic financial statements, and other knowledge we obtained during
our audit of the basic financial statements. We do not express an opinion or provide any
assurance on the information because the limited procedures do not provide us with
sufficient evidence to express an opinion or provide any assurance.

Supplementary and Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements
that collectively comprise Bedford County’s basic financial statements. The introductory
section, combining and individual nonmajor fund financial statements, budgetary
comparison schedules of nonmajor governmental funds and the General Debt Service Fund,
combining and individual fund financial statements of the Bedford County School
Department (a discretely presented component unit), miscellaneous schedules, and the
statistical section are presented for purposes of additional analysis and are not a required
part of the basic financial statements.

The combining and individual nonmajor fund financial statements, budgetary comparison
schedules of nonmajor governmental funds and the General Debt Service Fund, combining
and individual fund financial statements of the Bedford County School Department
(a discretely presented component unit), and miscellaneous schedules are the responsibility
of management and were derived from and relate directly to the underlying accounting and
other records used to prepare the basic financial statements. Such information has been
subjected to the auditing procedures applied in the audit of the basic financial statements
and certain additional procedures, including comparing and reconciling such information
directly to the underlying accounting and other records used to prepare the basic financial
statements or to the basic financial statements themselves, and other additional procedures
in accordance with auditing standards generally accepted in the United States of America.
In our opinion, based on our audit and the procedures performed as described above, the
combining and individual nonmajor fund financial statements, budgetary comparison
schedules of nonmajor governmental funds and the General Debt Service Fund, combining
and individual fund financial statements of the Bedford County School Department
(a discretely presented component unit), and miscellaneous schedules are fairly stated, in
all material respects, in relation to the basic financial statements as a whole.

The introductory and statistical sections have not been subjected to the auditing procedures

applied in the audit of the basic financial statements, and accordingly, we do not express an
opinion or provide any assurance on them.
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Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
October 6, 2016, on our consideration of Bedford County’s internal control over financial
reporting and on our tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements and other matters. The purpose of that report is to
describe the scope of our testing of internal control over financial reporting and compliance
and the results of that testing, and not to provide an opinion on internal control over
financial reporting or on compliance. That report is an integral part of an audit performed
in accordance with Government Auditing Standards in considering Bedford County’s
internal control over financial reporting and compliance.

Very truly yours,

-

Justin P. Wilson
Comptroller of the Treasury
Nashville, Tennessee

October 6, 2016

JPW/sb

22



Bedford County, Tennessee
Management’s Discussion and Analysis
For the Year Ended June 30, 2016

As management for Bedford County, Tennessee, we offer readers of Bedford County’s
financial statements, this narrative overview and analysis of the financial activities of
Bedford County for the year ended June 30, 2016. We encourage readers to consider the
information presented here in conjunction with additional information that we have
furnished in our letter of transmittal, which can be found in the introductory section of this
report.

Financial Highlights

e The assets and deferred outflows of Bedford County exceeded liabilities and deferred
inflows at the close of the most recent fiscal year by $1,371,918 (net position). Of this
amount, a negative $31,433,720 represents unrestricted net position.

e Bedford County’s total net position increased by $5,723,690.

e At the close of the current fiscal year, Bedford County’s governmental funds reported
combined fund balances of $17,405,104, a decrease of $397,575 in comparison with the
prior year. Approximately 12.8 percent of this amount or $2,235,071 is available for
spending at the county’s discretion (unassigned fund balance).

e At the end of the current fiscal year, unrestricted fund balance (the total of the
committed, assigned, and unassigned components of fund balance) for the General
Fund was $10,336,336, or approximately 54.1 percent of total General Fund
expenditures.

e Bedford County’s total outstanding long-term debt decreased by $3,677,000 or
approximately 6.6 percent during the current fiscal year.

Overview of the Financial Statements

The discussion and analysis provided here are intended to serve as an introduction to Bedford
County’s basic financial statements. Bedford County’s basic financial statements comprise
three components: (1) government-wide financial statements, (2) fund financial statements,
and (3) the notes to the financial statements. This report also includes supplementary
information intended to furnish additional detail to support the basic financial statements
themselves.

Government-wide financial statements. The government-wide financial statements are
designed to provide readers with a broad overview of Bedford County’s finances, in a manner
similar to a private-sector business.

The statement of net position presents information on all of Bedford County’s assets,
liabilities, and deferred inflows/outflows of resources, with the difference reported as net
position. Over time, increases or decreases in net position may serve as a useful indicator of
whether the financial position of Bedford County is improving or deteriorating.
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The statement of activities presents information showing how Bedford County’s net position
changed during the most recent fiscal year. All changes in net position are reported as soon
as the underlying event giving rise to the change occurs, regardless of the timing of related
cash flows. Thus, revenues and expenses are reported for some items that will only result in
cash flows in future fiscal periods (e.g., uncollected taxes and earned but unused vacation
leave).

Both of the government-wide financial statements distinguish functions of Bedford County
that are principally supported by taxes and intergovernmental revenues (governmental
activities) from other functions that are intended to recover all or a significant portion of their
costs through user fees and charges (business-type activities). The governmental activities of
Bedford County include general government; finance; administration of justice; public safety;
public health and welfare; social, cultural, and recreational services; agriculture and natural
resources; highway/public works; education; and interest on long-term debt.

The government-wide financial statements include not only Bedford County government
itself (known as the primary government), but also a legally separate school system for which
the Bedford County government is financially accountable. These statements also include a
legally separate E-911 district. Financial information for this component unit is reported
separately from the financial information presented for the primary government itself.

The government-wide financial statements can be found on Exhibits A and B of this report.

Fund financial statements. A fund is a grouping of related accounts that is used to
maintain control over resources that have been segregated for specific activities or objectives.
Bedford County, like other state and local governments, uses fund accounting to ensure and
demonstrate compliance with finance-related legal requirements. All of the funds of Bedford
County can be divided into three categories: governmental funds, proprietary funds, and
fiduciary funds.

Governmental funds. Governmental funds are used to account for essentially the same
functions reported as governmental activities in the government-wide financial statements.
However, unlike the government-wide financial statements, governmental fund financial
statements focus on near-term inflows and outflows of spendable resources, as well as on
balances of spendable resources available at the end of the fiscal year. Such information may
be useful in assessing a government’s near-term financing requirements.

Because the focus of governmental funds is narrower than that of the government-wide
financial statements, it is useful to compare the information presented for governmental
funds with similar information presented for governmental activities in the government-wide
financial statements. By doing so, readers may better understand the long-term impact of
the government’s near-term financing decisions. Both the governmental fund balance sheet
and the governmental fund statement of revenues, expenditures, and changes in fund
balances provide a reconciliation to facilitate this comparison between governmental funds
and governmental activities.

Bedford County maintains five individual governmental funds. Information is presented
separately in the governmental fund balance sheet and in the governmental fund statement
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of revenues, expenditures, and changes in fund balances for the General, Highway/Public
Works, and General Debt Service funds, which are considered to be major funds. Data from
the other two governmental funds are combined into a single aggregated presentation.
Individual fund data for each of these nonmajor governmental funds is provided in the form
of combining statements in the combining and individual fund statements and schedules of
this report.

Bedford County adopts an annual appropriated budget for the primary government’s General
Fund, most special revenue funds, the General Debt Service Fund, the discretely presented
School Department’s General Purpose School Fund and special revenue funds. Budgetary
comparison statements have been provided for these funds to demonstrate compliance with
their budgets.

The basic governmental fund financial statements can be found in Exhibits C-1 through C-6
of this report.

Proprietary funds. Bedford County does not maintain any proprietary funds.

Fiduciary funds. Fiduciary funds are used to account for resources held for the benefit of
parties outside the government. Fiduciary funds are not reported in the government-wide
financial statements because the resources of those funds are not available to support
Bedford County’s own programs. The accounting used for fiduciary funds is much like that
used for proprietary funds. The basic fiduciary fund financial statement can be found on
Exhibit D of this report.

Notes to the financial statements. The notes provide additional information that is
necessary to acquire a full understanding of the data provided in the government-wide and
fund financial statements. The notes to the financial statements can be found in the table of
contents.

Other information. In addition to the basic financial statements and accompanying notes,
this report also presents required supplementary information concerning pension information
and other postemployment benefits information. This required information has been
presented in the required supplementary information section of this report.

The combining statements referred to earlier in connection with nonmajor governmental
funds are presented immediately following the notes to the required supplementary
information. Combining and individual fund statements and schedules can be found in the
table of contents.

Government-wide Overall Financial Analysis

As noted earlier, net position over time may serve as a useful indicator of a government’s
financial position. In the case of Bedford County, assets and deferred outflows exceeded
liabilities and deferred inflows by $1,371,918 at the close of the most recent fiscal year. The
Constitution for the State of Tennessee only allows the local legislative body authorization to
issue debt. Therefore, whenever the Bedford County Board of Education requires additional
money to fund school construction and equipment, the related debt must be issued by the
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Bedford County government. As of June 30, 2016, Bedford County had outstanding debt
totaling $45,663,000 for capital purposes of the Bedford County Board of Education, but the
capital assets are reported in the financial statements of the Bedford County Board of
Education. Bedford County has incurred the related liability significantly decreasing its
unrestricted net position without a corresponding increase in the county’s capital assets.

BEDFORD COUNTY'S Net Position

Governmental
Activities
2015-16 2014-15

Current and Other Assets $ 37,243,378 $ 34,037,845
Capital Assets 31,875,342 30,800,496
Deferred Outflows of Resources 497,760 495,900

Total Assets and Deferred Outflows $ 69,616,480 $ 65,334,241
Long-term Liabilities $ 53,016,664 $ 56,613,950
Other Liabilities 612,304 1,107,577
Deferred Inflows of Resources 14,615,594 11,964,486

Total Liabilities and Deferred Inflows $ 68,244,562 $ 69,686,013
Net Position:
Net Investment in Capital Assets $ 25,735,342 $ 24,345,496
Restricted 7,070,296 4,631,407
Unrestricted (31,433,720) (33,328,675)

Total Net Position $ 1,371,918 $  (4,351,772)

By far, the largest portion of Bedford County’s net position totaling $25,735,342 reflects its
investment in capital assets (e.g., land, buildings, machinery, equipment, vehicles, and
infrastructure), less any related outstanding debt used to acquire those assets. Bedford
County uses these capital assets to provide a variety of services to citizens. Accordingly,
these assets are not available for future spending. Although Bedford County’s investment in
capital assets is reported net of related debt, it should be noted that the resources needed to
repay this debt must be provided from other sources, since the capital assets themselves
cannot be used to liquidate these liabilities.

An additional portion of Bedford County’s net position totaling $7,070,296 represents
resources that are subject to external restrictions on how they may be used. Any balance
remaining is unrestricted and may be used to meet the government’s ongoing obligations to
citizens and creditors.
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BEDFORD COUNTY'S Net Position
June 30, 2015 and 2016

Net investment in capital assets

2015
Restricted H 2016

Unrestricted
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Governmental activities. During the current fiscal year, net position for governmental
activities increased $5,723,690 from the prior fiscal year for an ending balance of $1,371,918.
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BEDFORD COUNTY’S Changes in Net Position

Governmental
Activities
2015-16 2014-15
Revenues:
Program Revenues:
Charges for Services $ 5,478289 $ 6,222,177
Operating Grants and Contributions 2,749,921 2,515,105
Capital Grants and Contributions 270,665 355,635
General Revenues:
Property Taxes 10,531,027 10,367,833
Local Option Sales Taxes 6,090,675 5,777,154
Other Taxes 1,503,590 1,270,682
Grants and Contributions Not
Restricted to Specific Programs 1,251,690 921,801
Pension Income 0 378,711
Unrestricted Investment Earnings 91,060 39,737
Miscellaneous 269,471 247,676
Total Revenues $ 28,236,388 $ 28,096,511
Expenses:
General Government $ 2,942,928 $ 2,805,033
Finance 1,460,777 1,599,186
Administration of Justice 1,722,830 1,795,328
Public Safety 7,366,168 7,786,605
Public Health and Welfare 4,159,809 4,472,045
Social, Cultural, and Recreational Services 167,090 1,189,722
Agriculture and Natural Resources 223,972 297,833
Highway/Public Works 2,352,222 2,481,031
Education (Payment to CU) 10,503 2,353,808
Interest on Long-term Debt 2,106,399 0
Total Expenses $ 22,512,698 $ 24,780,591
Increase (Decrease) in Net Position $ 5,723,690 $ 3,315,920
Prior-period Restatement 0 1,359,566
Net position, July 1 (4,351,772) (9,027,258)
Net position, June 30 $ 1,371,918 $ (4,351,772)
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Expenses and Program Revenues — Governmental Activities
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Financial Analysis of the Government’s Funds

As noted earlier, Bedford County uses fund accounting to ensure and demonstrate compliance
with finance-related legal requirements.

Governmental funds. The focus of Bedford County’s governmental funds is to provide
information on near-term inflows, outflows, and balances of spendable resources. Such
information is useful in assessing Bedford County government’s financing requirements. In
particular, unassigned fund balance may serve as a useful measure of a government’s net
resources available for discretionary use as they represent the portion of fund balance that
has not yet been limited to use for a particular purpose by either an external party, Bedford
County itself, or a group or individual that has been delegated authority to assign resources
for use for particular purposes by the Bedford County Commission.
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At June 30, 2016, Bedford County’s governmental funds reported combined ending fund
balances of $17,405,104, a decrease of $397,575, in comparison with the prior year.
Approximately 12.8 percent of this amount or $2,235,071 constitutes unassigned fund
balance, which is available for spending at the government’s discretion. The remainder of
fund balance is either restricted, committed, or assigned to indicate that it is 1) restricted for
particular purposes ($2,493,704); 2) committed for particular purposes ($7,638,882); or
3) assigned for particular purposes ($5,037,447).

General Fund
Components of Fund Balance
June 30, 2015 and 2016

Unassigned S
: ' )
Assigned
| 2015
Committed m 2016
Restricted

/ P ‘,f -
T T T T T T

= 1,000,000 2,000,000 3,000,000 4,000,000 5,000,000 6,000,000

The General Fund is the chief operating fund of Bedford County. At the end of the current
fiscal year, unassigned fund balance was $2,235,071, while total fund balance decreased to
$11,875,734. As a measure of the General Fund’s liquidity, it may be useful to compare both
unassigned fund balance and total fund balance to total General Fund expenditures.
Unassigned fund balance represents approximately 11.7 percent of total General Fund
expenditures, while total fund balance represents approximately 62.2 percent of that same
amount.

30



Other Governmental Funds
Components of Fund Balance
June 30, 2015 and 2016
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The fund balance of Bedford County’s General Fund decreased by $639,101 during the
current fiscal year. As discussed earlier in connection with governmental activities, the
decrease was primarily due to the purchase of capital assets.

The General Debt Service Fund had an increase in fund balance during the current year of
$1,039,324 to bring the year-end fund balance to $4,575,064. This increase was primarily
due to a reduction of outstanding debt balances.

General Fund Budgetary Highlights

Original budget compared to final budget. During the fiscal year, there were increases
to original estimated revenues and original budgeted appropriations. The increase in
estimated revenues was not significant except for an increase in other local taxes and other
local revenues, which was increased by $510,000 and $120,764, respectively. Generally, the
movement of the appropriations between the departments was not significant. The
exceptions were the appropriation for the Sheriff’'s Department in the public safety function,
which was increased by $462,410 and for the Ambulance/Emergency Medical Services in the
Public Health and Welfare function, which was increased by $103,034.

The increase in the Sheriff's Department budget was primarily due to the purchase of

additional vehicles and law enforcement equipment, and jail renovations. The increase in
Ambulance/Emergency Medical Services was due to an additional ambulance remount.
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Final budget compared to actual results. The most significant differences between
estimated revenues and actual revenues in the final budget were in charges for current
services of $323,674 and fees received from county officials with $282,966 more than
anticipated.

At the close of the fiscal year, General Fund revenues were $684,909 more than budgetary
estimates. This favorable variance was due primarily to conservative budget estimates for
local taxes in an